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FOREWORD

This research aid was prepared as an integral part of ORR Project
10.409, Capital Investment in the USSR, SECRET. It is published
separately in response to generally expressed interest in a unit-cost
index for capital investment, such an index being of use in problems
requiring capital investment to be expressed in constant-cost terms.
Those who are primarily interested in the deflated series for capital
investment, which is the final product derived from the use of the
unit-cost index, are directed to ORR Project 10.409.

Unit-cost indexes have been computed for total state capital in-
vestment and for industrial capital investment as well as for spot
years covering state agricultural investment and kolkhoz investment.

Because of the complexity of the methods used in deriving the in-
dexes, a detailed methodology forms the bulk of this research aid. The
methodology is technical in treatment because it is primarily directed
at two classes of readers: (1) those who wish to establish the rele-
vancy of the indexes to their own particular analytical problems and
(2) those who may wish to conduct additional research, such as research
directed to reducing the range of error for the prewar period.

Since the inclusiveness of Soviet announcements concerning capital
investment varies from one time period to another,* the unit-cost in-
dexes are derived from data of varying completeness. In the case of
the unit-cost index for total state capital investment, the basic data
used in its derivation generally amounted to at least two-thirds of
total capital investment defined in its most comprehensive sense. Ac-
cordingly, this index may be considered as having been derived from
a very large sampling of gross capltal investment. It may be applied
to capital investment data defined more inclusively than the data used
in the derivation of the index if it seems unlikely that cost move-
ments in the additional investment categories were substantially dif-
ferent. Where there 1s no information permitting this judgment one
way or the other, the unit-cost index becomes the "best estimate" for
application to the gross investment figure.

¥ For example, before 1938, capital repair was considered part of
capital investment. After 1938 it was excluded from the usual defi-
nition of capital investment.
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In essence, these indexes are derived from Soviet data and con-
firmed by Soviet data. They appear to represent fairly the official
Soviet view of the cost movements throughtout this period. To the
extent that the Soviet data are subject to bias or systematic error,
these indexes are subject to the same distortion.

Confidence in the derived unit-cost indexes would be higher if
it were possible to compare them with additional specific indexes of
producer goods prices, construction costs, and other indexes of re-
lated interest which are now being compiled in intelligence reports
and academic studies. Until extensive ccmparison can be effected,
this study is published as a research aid. Preliminary comparisons
indicate good reliability for the postwar indexes and lesser relia-
bility for the prewar series. The indexes are published to make them
available as a basis for additional resesrch and to make them avail-
able for use in problems requiring application of a unit-cost index.
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(ORR Project 10.714)

UNIT-COST INDEX FOR CAPITAL INVESTMENT IN THE USSR¥*
1925-54

Summary

The unit-cost index for capital investment is an analytical tool
used in research problems requiring capital investment to be expressed
in constant value terms. It is a tool for eliminating cost-level
fluctuations in problems where such fluctuatlons are an unwanted var-
iable. Variations in cost levels have been of significant scale in
recent Soviet economic history. For capital lnvestment costs there
has been a gradual long-term trend of increasing costs. There have
been three platesus of relatively stable investment costs, each pla-
teau at a higher cost level: 1925 through 1930, 1937 through 1948, and
1951 through 1954. These plateaus have been separated by two periods
of sharp inflation subsequently followed by deflation and return to com-
parative cost stability: 1931 through 1936 (with cost peaks in 1932,
1934, and 1936) and 1949 through 1950.

The unit-cost indexes of this research ald are meant to be applied
to capltal lnvestment data net of subsidies -- that is, to the data of
the official announcements. ’

Two levels of subsidization are distinguishable, both reducing the
aggregate level of the officlal investment plan. The first is the
"direct subsidy" paid directly to construction organizations, reim-
bursing them for actual outlay. Such direct subsidy must be drawn
from a budget title other than capital investment to reduce the size
of expenditures attributed to capital investment. This level of
subsidy is no longer used in significant scale. The second and more
common type of subsidy is the "indirect subsidy" (as affecting capital
investment) -- that is, a subsidy to the manufacturer reducing the
price paid by comstruction organizations for equipment or materials.
Until l9h9, prices of producer goods reflected extensive subsidiza-
tion; substantial elimination of these subsidies in that year resulted

% The estimates and conclusions contained in this research aid repre-
sent the best judgment of ORR as of 1 June 1955.
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in a sharp rise in the announced costs of capital construction. The
unit-cost indexes, by virtue of their derivation from data net of
subsidies, do not apply to investment data adjusted to include ad-
ditional amounts representing subsidies.

The derived unit-cost index cannot directly adjust for changes in
the quality of construction (except to the extent that such changes are
reflected in the Soviet volume of capital investment series). A
leading example of this occurred during World War II, when officially
announced investment cost levels remained relatively constant but
the quality of construction was sharply reduced.* In this respect, the
unit-cost index may be used to determine the immediate volume of ad-
ditions to plant and equipment but is not a measure of the quality of
the additions.

I. Definition of Unit-Cost Index for Capital Investment.

Since general Soviet practice is to publish data on capital invest-
ments in prices of the current year,¥¥ certain types of investment
analysis require a unit-cost index for carital investment by means of
which the current costs of the particular year may be converted to a
constant-cost basis expressed in terms of a base year.

The unit-cost index for capital investment expresses the invest-
ment costs of a particular year for a given volume of investment
(theoretically, a constant "unit") in relation to the base-year costs.
Algebraically, 1t may be expressed as follows:

In this equation, I equals the unit-cost index, P' equals the base-year
costs per unit of investment, and P" equals the current costs per unit
of investment.

¥ This is a very subtle form of hidden and deferred inflation, even-
tually reflected in increased repair expenditures and shortened service

life.
*% There are significant exceptions to thils statement (see p. 7, below).
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The three most important cost elements of capital investment out-
lays are labor, construction materials, and equipment. Increasing
mechanization of construction has tended to reduce the volume of labor
requlred -- that is, 1t has increased the productivity of labor rather
sharply. In the course of time, innovations in procedures have tended
to increase efficiency of the use of resources and have reduced over-
head. Shifts in the efficiency of the use of resources and substitu-
tion of resources (such as substitution of increasingly cheaper equip-
ment, in relative terms, for lebor) are implicitly reflected in the
unit-cost index.

II. General Commentary.

Table 1¥ gives the indexes of unit-cost for the following categories:
(a) total state capital investment, (b) industrial capital investment, ar
(c) state agricultural investment (excluding livestock and poultry). The
latter two indexes are for selected years only -- 1937, 1945, 1949, and
for 1950 (January and July levels). For most years the indexes for
total investment and industrial investment have been subjected to con-
sistency checks with data from other Soviet sources, most significant
of which has been the constant-cost investment data given in Politi-
cheskaya ekonomiya. ;/** For these two indexes this independent check
shows a maximum range of error over an individval 5-year plan or over
the entire range of years for which the check could be made amounting
to less than plus or minus 10 percent.¥**¥ Because of peculiarities
of methodology and of the check, the unit-cost index for an individual
prewar year may be subJect in the rare case to a higher range of error,
arbitrarily plus or minus 20 percent.

For capital investment in general, the unit-cost index indilcates
a long-term trend toward gradual increase in costs, broken by two
periods of sharp fluctuations in costs. There have been three plateaus
characterized by comparative cost stability, each plateau at a higher
level than its predecessor: 1925 through 1930, 1937 through 1948 (at
an artificially low level), and 1951 through 1%k4. The fluctuation

* Table 1 follows on p. L.

¥¥ For serially numbered source references, see Appendlx B.
*¥¥% Both agricultural indexes were derived from authoritative sources,
but because of weighting problems and the absence of consistency checks,
they have been assigned an arbitrary range of error of plus or minus
15 percent.

-3 -
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periods were 1931 through 1936 and 1949 through 1950. Generally
speaking, 1931 through 1934 was a period of rapid cost increase, in-
terrupted by a price reduction in 1935, which was followed by the
cost increases in 1936 accompanying the introduction of khozraschet
(economic accountability),* finally culminated by cost declines in
1937 which somewhat reflected a new structure of subsidies.

For l925-3h, costs of industrial investment showed fluctuations
similar to those of the total series but at a lower cost level rel-
ative to the base year. By 1934, industrial investment had become
sufficiently large relative to total investment, so that the two index
serles became strongly parallel in movement and level, continuing to
be so to the present.

In the postwar period the agricultural sector (exclusive of kolk~-
hoz investment) has been strongly affected by the equipment requirements
of the state farms and the Machine Tractor Stations; hence the index
serles strongly reflects the movements of equipment prices. This index
increases in 1949 less than does the index of total investment and
drops in 1950 to cost levels lower than those prevailing in 1945. On
the other hand, kolkhoz investment is inflated by rising costs of
labor and construction materials and parallels the total series for
capital investment rather closely.

Various significant official statements may be applied as further
checks on the prewar indexes for total capital investment and for
industrial capital investment. These statements generally confirm the
movements of the indexes. Where they disagree with the scale of the
movement, the disagreement is not significant, falling within the
range of error for the estimates by individual year.

Costs show a sizable increase between 1928 and 1932. The index
for total state capital investment shows a Jump of 43 percent; the
corresponding index for industrial investment increases 65 percent.
Inflation of this general scale is confirmed by a Soviet Journal which
states that capital investment in heavy industry in 1932 amounted to
8.4 billion rubles, which corresponded to approximately 6 billion
"Planning Rubles." _/ Assuming that the Planning Rubles represented

* Khozraschet 1s the economic responsibility of the enterprise to
function as profitably as possible without dependence on subsidies
from the state budget. Introduction of khozraschet necessitated many
price increases when state subsidies were decreased or withdrawn.

=0 -
abnbelbihebilieiii—
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the cost level of 1927/28, this amounts to an inflation of LO percent
in an investment sector which in the First Five Year Plan (1928-32)
contained 86 percent of industrial investment and 42 percent of total
investment. In the absence of the detailed cost handbocks which came
into use in 1937 for the computation of constant investment costs,
this Soviet estimate of the degree of inflation in 1932 is itself only
an approximation.

A significant decline in costs in 1935 was projected by the plan
for that year and probably occurred at least to the extent that prices
were reduced in that year. 3/ The plan projected the reduction of the
cost of pure construction by 12 percent and off equipment prices by 4
percent, resulting in an aggregate cost reduction of 10 percent. The
indexes derived in this research aid may exaggerate this cost decline
somevhat, but they correctly show a significant decline. The possible
distortion falls within the range of error and is not significant.

In cases where quantitative evidence is lacking, qualitative in-
formation confirms the movement of the indexes. Thus the cost increase
in 1936, as a result of a sizable reduction in state subsidies, is
acknowledged by Bergson. L/

The crucial problem throughout the prewar period, especially for
1930-37, is not only to register the cost movements throughout the
period but also to assign the proper size or scale to the movements.
This research aid has developed a method to achleve both of these
goals, within a definable margin of error and yielding results con-
sistent with announced constant-value totals for the first two Five
Year Plans.*

I1I. Role and Significance of Estimate Costs.

In general, in the preparation of the Five Year Plans it has been
the practice to prepare capltal investment plans on the basis of the
cost levels prevalling in the year preceding the plan or of the level
established for the filrst year of the plan. The annual plans, however,
continued to be established in the cost level of the particular year.

¥ See Table 12, p. 27, below.
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By the Third Five Year Plan (1938-42) the plan costs became
formalized as the "estimate cost" basis of the plan* and were used
as a control upon the degree of fulfillment of the plan. Detailed
price lists, transportation tariff schedules, and wage books were
published to provide the requisite constant-price data used in the
computation of the estimate costs. Completed investment was evalu-
ated in terms of both the actual current costs and the estimate costs
(constant-value) of the plan. Published data, however, were usually
given in terms of the current costs. Unfortunately, during this period
many Soviet statements elther failed to specify the cost-basls of the
data given or in many cases apparently identified it incorrectly, even
contradicting other Soviet sources. Understandably, this has led to
confusion in the interpretation of capital investment data, especially
for 1938-40, but fortunately price movements throughout this period
were so slight that no great error would be caused by the confusion.

In the Fourth Five Year Plan (1946-50) the annual investment plans
were announced in terms of projected current costs. Fulfillment of
the plan was given on a constant-cost basis in terms of percentage
increases over the actual investment of the preceding year. The con-
stant-cost basis for the fulfillment reports was composed of the
"estimate costs" of the Fourth Five Year Plan.¥¥

Tn the Fifth Five Year Plan (1951-55) there appears to have been
a change of bookkeeping practice which led to the announcement of the
annual investment plans in terms of the constant-cost (estimate cost)
basis of the plan.¥¥* Fulfillment likewlse was gilven in this con-
stant-cost basis. Comparison between announced lnvestment plans
and announced fulfillment has been handicapped by the fact that the
investment plan includes an extraneous category, that of additions to
the working capital of construction organizations.

¥ The estimate costs of the Third Five Year Plan were as follows:
for construction-assembly work, the prices and norms operative on 1
December 1936; for equipment, the prices of the 1937 price lists. Q/
#% By resolution of the Council of Ministers on 13 December 1946
(date as given), the estimate costs of the Fourth Five Year Plan were
the relevant norms, wages, equipment prices, and transportation
tariffs effective 31 December 1945. 6/
*%% The estimate costs of the Fifth Five Year Plan were the relevant
norms, wages, prices, and tariffs effective 1 July 1950. Z/

-7 -
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Thus, as indicated above, in certain instances, investment
data have been released by the USSR on a constant-cost basis. For
some periods, data exist on both current-cost and constant-cost bases;

this consideration has been Important in the derivation of the post-
war lndexes.

-8 -
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APPENDIX A
METHODOLOGY

1. Summary.
The unit-cost indexes for state capilital investment and industrial

capital investment have been derived by complex methodologies briefly
summarized as follows:

a. 1924/25-1929/30.

Both indexes are based upon official indexes of producer goods
prices and construction-cost indexes. Error probably is minimal.

b. 1930-37.

In the absence of official published indexes for these periods,
both indexes are derived from comparison of annual investment in
current costs to additions to capital stock in constant 1933 rubles.
Tests indicate that the cumulative error is not significant -- that
is, less than 10 percent in this case -- although the error for an
individual year may be 10 percent and in rare cases possibly more.

c. 1945-h9,

For total state capital investment, an implicit index is de-
rived from generally comparable data given in both current and con-
stant costs.* Error is indicated as being slight. Since a close
correlation existed between the indexes of total state capital invest-
ment and industrial investment after l93h, the index for total invest-
ment is used as the best estimate for the industrial investment unit-
cost index.

d. Links between 1937 and 1945 (Indexes for 1949-5k).

Officially published data give the cost relationships between
the 1937 cost level and the levels of 1945 and 1949 and of 1950 (both

* The two series utilized are those for (1) capital investment ex-
penditures in current rubles and (2) the volume of capital investment,
given in constant rubles.

-9 -
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the January and the July cost changes). The figures are broken down
by ministry; therefore, weighted aggregates have been derived for
sectors and for total investment. This information is reliable and
does not contribute significantly to error. Since 1950, both annual
planned investment and fulfillment of investment have been announced
in terms of constant July 1950 prices. Accordingly, the July 1950
index has been extended through 195k.

The final indexes have been applied to the investment data, and
the deflated results have been compared with the constant-cost invest-
ment totals by Five Year Plan as given in Pollticheskaya ekonomiysa,
1954 edition. The results indicate high comparability. By the same
means, ranges of error have been established. Significantly, error
does not compound throughout the series -- that is, the range of
error for the years of the First Five Year Plan (1928-32) does not
magnify to a larger error in the Fifth Five Year Plan (1951—55).

2, Unit-Cost Index for Total State Capital Investment.

a. Prewar Index.

(1) During the prewar period, Soviet statistics permit determi-
nation of an internally consistent series for the value of capital stock,
in 1933 rubles. For the same period, annual capital investments have
been announced, in current rubles. In 1933, when both sets of data are
in comparable rubles, the addition to capital stock is T72.53 percent of
total investment.

(2) 1In any given year the ratio of the addition to capital
stock (in constant rubles) to annual investment (in current rubles )
will be affected by two varisbles: (a) change in the real ratio of
the two quantities and (b) change in unit-costs. The addition to
capital stock will be designated as & and annual investment as Y.

(3) 8Since the purposes of this research aid require greater
accuracy for the unit-cost index over the eniire prewar period (1928-
37) than for any individual year, let us assume that the real ratio
(to be designated as K) is a constant; derive the unit-cost index (to
be designated as I) on that assumption; and then test the resulting
index independently to see how much injustice is done by assuming the
constancy of K.

- 10 -
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(4) The problem may be expressed as follows:

D= %Z; therefore, I = %g

K is valued as 72.53 percent (see (1), above). Since it is treated as
a constant, its value is immaterial to a unit-cost series expressed

as annual changes in cost and expressed as an index of a base year.
The value of K affects only the absolute value of I for a given year.
The critical issue is the constancy of K; this may be checked by use
of a consistency test comparing the value of capital investments in
the first two Five Year Plans, expressed in a constant prewar ruble
base, to comparable series expressed in a postwar ruble base, as glven
by a Soviet source. If the ratio between the prewar ruble base and
the postwar ruble base is 1ldentical for both prewar Five Year Plans,
the assumption of constancy of K over the entire prewar period may be
defended as not contributing to. aggregate error. Employment of this
test shows less than 5 percent aggregate error introduced by employment
of a constant K¥ over the period.** This does not deny, however, that
the assumption may introduce error in the index for a particular year.
Within the context of this problem, however, stabllity over the en-
tire period is considered more important than accuracy for individual
years. Ideally, we would want both; yet an attempt logically to

¥ Two factors which could affect the constancy of K do not appear

to create significant error: (1) differential rates in the first

two Five Year Plans for capital stock retirement relative to total
additions to capital stock and (2) accruals from the "socialization"
of capital stock increasing the ratio of additions to capital stock
over investment in the Second Five Year Plan (1933-37) relative to
the First. The relative stability of K indicates eilther that

there was no significant change in the rate of retirement or that
there are compensating errors in the derivation of the index which
offset effects of any possible significant change. The same reason-
ing applies to the effects of accruals from socialization; however,
the capital stock data for the Second Five Year Plan specifically
excluded transfers from the private agricultural sector to the social-
ist agricultural sector and quite possibly excluded such transfers for
the nonagricultural sector. §/ This fact sharply limits possible
distortion from this cause.
¥%  See Table 12, p. 27, below.
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modify K for individual years only created instablility in the index
(in effect this was an attempt to change the constant K to a variable
"R," but in the absence of sufficient évidence to establish the value
of R, this only contributed to greater error in the index).

(5) Table 2% illustrates the employment of this method to ob-
tain a unit-cost index for 1928-37.

(6) Index Series, 1924-30.

On the basis of officlal Soviet indexes, the years 1925-27
may be added to the unit-cost index and the years 1928 and 1929 cor-
rected. The unit-cost index for these years is derived by combining
the official index of costs for all construction with the officlal in-
dex of wholesale industrial prices. Weighats used are as follows:
construction costs, 2; wholesale industrial prices, 1 -- arbitrarily,
in conformity with postwar ratios. Wholesale industrial price index
is used as a measure of the movement of capital equipment prices
throughout the period. See Table 3%¥% for the necessary computations
.and the resultant index.

(7) Linking the Series.

The index derived in (6), above, is considered more re-
liable for the years 1928 and 1929 than tiae series derived in Table
2 for those years.*¥¥ (Consequently, the sntire series from Table 3
(1925-30) will be linked with the previous series, on the 1937 base.
The results are shown in Table 4.¥¥¥%

(8) 1Index for 1940.

Several researchers have made valuable discoveries in
connection with study of the so-called "L940 mystery." 2/ Kaplan's
tentative calculations indicated a 1lO0-percent increase in costs from
1936 "Planning Prices” to 1940 costs (35.3 billion 1940 rubles equals

¥ Table 2 follows on p. 13.
*¥ Table 3 follows on p. 1k.

#%% It 1s probable that in the first years of the First Five Year
Plan a relatively low percentage of total investment would be ad-
ditions to capital stock, and this is the implication of the discrep-
ancies between the two series relative to 1928 and 1929. This is
‘resolved as explained.

*%%% Table U follows on p. 15.
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Table 4

Final Approximation of Unit-Cost Index
for Total State Capital Investment

in the USSR
1925-37

1937 = 100
Year
1925 86.62
1926 ol .3k
1927 92.62
1928 89.19
1929 85.76
1930 85.76
1931 103.65
1932 127.52
1933 119.69
1934 141.20
1935 110.83
1936 135.88
1937 100.00

an estimated 32 billion 1936 Planning Rubles). . Nove's calculations
indicate a 1l3-percent increase in costs for total investment (h3
billion 1940 rubles equal 38 billion 1936 Planning Rubles). It is

a thesis of this research aid that the 1937 cost level best represents
the 1936 Planning Rubles level. On this assumption, and accepting an
indicated increase of 13 percent for 1940 over 1937, the index for
1940 becomes 113.00.

(9) Linking the Prewar Series with the Postwar Series.

The linkage between 1936 estimate costs and 1945 estimate
costs has been determined as follows: 1936 Estimate Cost equals 83.6
percent of 1945 Estimate Cost.* The 1936 estimate prices on construc-
tion-assenbly expenditures were the prices in effect on 1 December 1936,

* This factor is derived from officially published conversion
coefficients. 14/ e

- 15 -
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and the estimate prices on equipment were the listed prices (preiskur-
antnxze) of 1937. lﬁ/ A Soviet author states that prices of industrial
goods were reduced in 1935 and in 1937; hence it will be assumed that
the estimate prices reflect this as a plamned reduction. lé/ This
being the case, the best measure of the 1936 Estimate Cost will be the
1937 cost level.

The 1945 estimate prices are specifically those prevailing
on 31 December 1945. lZ/ Since there is no evidence of a price change
at that time, the general price level of 1945 will be accepted as the
best estimate.

(10) Consistency Checks on the Prewar Series.

Since a vital element in the checking of this series is a
postwar price level, independently obtained, this check has been
performed.¥ Indicated aggregate error for either the First or the
Second Five Year Plan, or both combined, is plus or minus 5 percent.
Higher error 1s possible for any individual year; therefore, the use
of the index should be restricted primarily to sequential analysis
over several years.

b. Postwar Index.

(1) Derivative Index, 1O45-50.

A unit-cost index for l9h5-50 may be derived from the com-
parison of annual centrallzed investment in current prices with the
came series in constant 1945 prices. The series in 1945 prices may be
derived in two ways: by application of armounced percentage increases
to a 1945 base or by algebraically solving an equation for the known
total centralized investment over the period 1946-50 (see Table 5%¥).
The source giving the percentage increases specifies that they per-
tain to the volume of centralized capital investment, relative to
the preceding year. ;@/ The requisite 19L5 base is supplied by an
official source citing 36.3 billion rubles as the amount of central-
ized investment financed in 1945, lg/ The total centralized invest-
ment figure is supplied by the statement that the 1946-50 plan of
250.3 billion rubles (1945 Planning Rubles) was overfulfilled by 22
percent -- "this means that actual investnents were 306 billion
rubles.” 20/

¥ See Table 12, p. 27, below.
%% Table 5 follows on p. 17.
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The series in columns (2) and (3) are relatively consistent,
with any differences explainable by rounding error or a remote possi-
bility of a noncomparable price basis for the announced figure of 36.3
billion rubles in 1945. Because column (3) is a more'internally con-
sistent series, it will be accepted as the better estimate.

Despite some misgivings about the price basis of the 1945
figure, it is retained, and column (4) becomes the volume index of
centralized investment for 1945-50, on a constant 1945 ruble basis.

A unit-cost index may now be obtained by division of the
investment index in current rubles by the volume index in constant
rubles (see Table 6%).

The methodology applied in Table 6 is not used for 1950,
since Kaplan's estimate for 1950 is implicitly expressed in 1 January
1950 . rubles and includes significant elements of investment not in-
¢luded in the volume index for centralized investment -- additions
to the working capital of construction organizations and noncentral-
ized investment. The cost-factor index for 1950 can be determined
more accurately from the official conversion coefficients used in
preparing 1950 cost estimates.

(2) Coefficient Index, 1936-50.

In 1947, 1949, and 1950 the USSR published a series of
coefficients establishing the relationships between the estimate costs
of 1936, 1945, 1949, January 1950, and July 1950. 21/ These coef-
ficients were given for more than 50 ministries and mejor governmental
components. Weighting each coefficient with the 1941 planned invest-
ment, three weighted average-cost-of-investment indexes have been
obtained: construction-assembly, equipment, and total capital invest-
ment (see Table 7**). The weighted coverage is about 75 percent of
the planned 1941 investment. Since there is little variation of the
coefficients among the various ministries, use of the 1941 weights
does not introduce extensive error. i

The index for total capital investment was derived by
welghting construction-assembly as 60 percent of total capital invest-
ment costs and equipment as 30 percent -- that is, 2 to 1. 22/

¥ Table 6 follows on p. 19.
¥% Table 7 follows on p. 20.
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Table T

Index of Estimate Costs for Total Capital Investment in the USSR
1936, 1945, 1949, January 1950, and July 1950

1945 = 100

January July
1936 1945 1949 1950 1950

Construction-assembly 81.4 100 160.9 1ko.1 132.1
Equipment 88.7 100 133.3 98.2 92.8
Total capital investment a/ 83.6 100 152.1 126.9 119.6

a. Derived from unrounded data.

(3) Comparison and Analysis of the Derivative Index and the
Coefficient Index.

The coefficient index supports the 1949 cost index of 151.0°
indicated by the derivative index. It is also the best estimate of
costs in January and July of 1950, relative to the base year.

In addition, the relationship between the estimate prices
of 1936 and 1945 given by the coefficient index 1s the vital evidence
in linking the prewar and postwar index seriles.* Table 8%% gives the
consolidated unit-cost index for capital investment in the USSR for
1945-50, with the 1936 Estimate Cost.¥¥*

(4) Unit-Cost Index, 1951-5.L.

In accordance with the theory propounded by Mr, Nove and
supporting evidence that has been uncovered, it is now held that both
the investment plan and the announced volume of capital investment
are stated in July 1950 costs for the period 1951-54. 1In this case,
the appropriate index for 1951-54 becomes 119.6 (1945 equals 100).

¥ See p. 25, below.
%% Table 8 follows on p. 21.
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Table 8

Consolidated Unlt-Cost Index
for Capltal Investment in the USSR
1936 Estimate Cost and 1945-50

1945 = 100
1936 Estimate cost 83.6
1945 100.0
1946 102.1
1947 106.9
1948 113.2
1949 : 151.0
1950 (January) 126.9
1950 (July) 119.6

The savings to the firms resulting from the reduction of
wholesale prices and tariffs in 1952 and the savings from successful
cost reduction are expressed as additions to the own funds of enter-
prises -- that is, as contributions to the sum of investment -- and not
as deductions from the agglegate scale of funds planned to be invested.
Thus Chapnitskiy states that the economies from the January 1952 price
cuts are calculated in the financial plans of the investing enter-
prises (rather than being deducted from the planned scale of investment)
and that the sums of the planned reductions from estimate costs of
construction and assembly effort are calculated in the balance of re-
ceipts and expenditures and directed to increasing the planned accumu-
lation of contract construction organizations. g&/

In the budget message for 1953, Zverev announced the
planned financing of capltal investment, of which 15.5 billion rubles
were to be financed by economies from reduction of wholesale prices
and tariffs -- that is, the January 1952 cuts -- and from reduction
of costs of construction-assembly work. gé/ This also confirms the
conclusion that the scale of capital investment was planned in con-
stant July 1950 prices.

As a matter of general interest, it is possible to derive
an index for 1951-54 incorporating the effects of the price and cost
reductions . ¥

* See p. 23, below.
- 21 -
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(5) Additions to Working Capital, 1951-5L.

An apparent obstacle to the thesis that the investment
plans following 1950 are expressed in July 1950 costs is created by a
noticeable understatement of fulfilled volume of capital construction
relative to the announced plan figures. This can be resolved when it
1s recalled that the investment plan inclvdes an allocation to in-
creasing the working capital of construction organizations, a category
not included in the fulfilled volume of capital construction series.
Starting in 1950 or 1951, this category became significant in size,
‘amounting perhaps to several billion rubles.

(6) Price Changes of January 1952.

The price changes of January 1952 appear to have reduced
‘the costs of construction by 5 to 8 percent. An "example" gilven in
a Soviet perlodical indicated cost reduction in purely construction
work on the order of 8 percent. gé/ On the other hand, there is evi-
dence that, relative to aggregate capital investment, the reduction
was 5 to 6 percent.

In 1952 the savings from the price cuts were added to
the own funds of enterprises, as was the insignificant efficiency
cost reduction of that year. A Soviet text indicates that in 1952 the
contribution to investment from the own funds of enterprises increased
by an amount equal to 5.7 percent of that year's capital investment.
This would somewhat support the thesis that the price cuts amounted to
5 percent of total capital investment. 27/

(7) Achievement of Planned Cost Reductions, 1951-5k.

The anmial planned cost reductions have been on the order
of 3 percent relative to the total capital investment program.¥* The
Fifth Five Year Plan called for a reduction in the cost of construction
of more than 20 percent. This is an average lW.5-percent reduction
per annum. Since construction is two-thirds of the total cost of cap-
ital investment, these reductions average 3 percent relative to the
total capital investment cost. 28/

* These were planned reductions in the cost of construction-assembly
work stemming from increased efficiency of operation, reduction of
overhead, and the like. They do not reflect unit-wage cost changes
or changes in prices of materials.

- 02 -
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In the absence of quantitative data, the following esti-
mates represent subjective evaluation of the actual cost reductions
achieved, expressed as a percentage of the total unit-cost of capital
investment 29/:

1951 -- substantial fulfillment (24 percent reduction)

1952 -- slight reduction (1 percent reduction)
1953 -- slight increase (1 percent increase)
1954 -- slight reduction (1% percent reduction)

The final product of the analysis in this section and in
(6), above, is shown in Table 9.

Table 9
Unit-Cost Index for Capital Investment in the USSR

Reflecting 1952 Price Cuts
and Fulfillment of the Plan for Cost Reductlon

1950-5k
July 1950 = 100
1950 (July) 100
1951 97.5
1952 9l1.7
1953 92.6
1954 91.2

(8) 1Independent Check on Actual Cost Level, 1953.

The 1953 plan for capital investment stated that economies
from the reduction of wholesale prices and costs of construction-
assembly work were to consist of 15.5 billion rubles, relative to the
plan for capital investment and growth in circulating capiltal in
construction totalling 156.1 billion rubles. §9/ While the size of
the assignments to circulating capital is unknown, 1t 1s not likely
to be more than 10 billion rubles; hence planned capital investment
was 146 billion to 156 billion rubles, wlth the anticipated reduc-
tion of expenditure from July 1950 costs amounting to 10 to 10.6
percent. According to the index of (7), above, a planned 3-percent

- 23 -
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reduction on the 1952 index of 91.7 would have yielded a planned 11.1
percent reduction of expenditure,* comparing closely with the filgure
of 10 to 10.6 percent derived by this check (see Table 10). The
range of error does not seem to be significant.

Table 10
Unit-Cost Index for Total State Capital Investment
in the USSR
1950-54
1945 = 100
Nominal Index Used in
Year Actual Index Plans and Fulfillment
1950 (January) 126.9
1950 (July) 119.6
1951 116.6 119.6
1952 109.7 119.6
1953 110.7 119.6
195k 109.1 119.6

¢. Linking the Prewar and Postwar Indexes.

The entire index for 1925-54 on a 1945 base as given in Table
11** has been derived through statistical linking of the following

series:

Year

1925-37
1940

1945-50
1950-54

¥ Trom the cost level of

Base
1937 = 100
1937 = 100
1945 = 100
1945 = 100

*¥ Table 11 follows on p. 25.

**¥¥ P. 15, above.
*¥¥% P. 21, above.
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Section a, (9), above, explains why 1937 is selected as repre-
senting the 1936 Estimate Cost and the 1945 Estimate Cost. Accordingly,
in linking the series, 1937 equals 83.6 (1945 equals 100).

Table 11
Unit-Cost Index for Capital Investment

in the USSR
1925-37, 1940, and 1945-54

1945 = 100
Year Index Year Index
1925 2.4 1946 102.1
1926 78.9 1947 . 106.9
1927 7.4 1948 113.2
1928 .6 1949 151.0
1929 1.7 1950 (January) 126.9
1930 TL.7 1950 (July) 119.6
1931 86.7 1951 (Nominal) 119.6 a/
1932 106.6 1951 (Actual) 116.6
1933 100.1 1952 (Nominal) 119.6 a/
1934 118.0 1952 (Actual) 109.7
1935 92.7 1953 (Nominal) 119.6 a/
1936 113.6 1953 (Actual 110.7 ~
1937 83.6 1954 (Nominal) 119.6 a/
1940 k.5 1954 (Actual) 109.1 ~
1945 100.0

a. The nominal index is that relevant to the
annual investment plans and announced fulfillment.

d. Consistency Checks of the Index.

(1) A new and authoritative Soviet text has given data on
total capital investment over the First, Second, and Fourth Five Year
Plans, giving totals in constant rubles. This has provided an oppor -
tunity to test the index derived in thils research aid. Differences
in totals were as follows: First Five Year Plan, 1 percent; Second

- 25 -
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Five Year Plan, 5 percent; and Fourth Five Year Plan, 3 percent. On
the basis of this evidence, ranges of error are established as plus
or minus 1 percent; plus or minus 5 percent; and plus or minus 3
percent, for the aggregate periods.

(2) The text lists the following investment totals, in "present
prices": 1929-32, 68 billion rubles; 1933-37, 158 billion rubles; and
1946-53, 781 billion rubles. §l/ Analysis of the postwar investment
figures, for which the unit-cost index was derived by the more rig-
orous methodology, indicates that the only acceptable hypothesis 1is
that the price basis in the text is the estimate unit-costs of July
1950. Table 12% presents the detailed computations on the check.
Totals in 1945 rubles have been converted to July 1950 rubles by the
coefficient 1.196.

3. Unit-Cost Index for Industrial Capital Investment.

a. The methodology used in deriving the industrial capital invest-
ment series 1s largely that used for the tofal investment series. The
use of identical sources and methodologies makes the two series directly
comparable for analysis and interpretation.

b. Table 14%*¥ shows the calculations used in deriving the indus-
trial investment index for 1928-37. In the presence of conflicting data,
the industrial capital stock data for 1 January 1937 and 1 January 1938
have been checked against the ratios of industrial capital stock to
total capital stock for the period 1928-36 (see Table 13¥¥¥)., On the
basis of this check, adjusted stock figures have been used for the
years 1927 and 1928. The derived figure for 1938 checks closely with
the figure of 66,400 cited in Kaplan, based on an official source but
relating to uncertain coverage.

¢c. On the basis of official Soviet indexes, the years 1925-27 may
be added to the unit-cost index, and the years 1928 and 1929 correc-
ted .¥¥¥¥% The unit-cost index for these years is derived by combining .
the official index of costs for industrial construction with the offic-
ial index of wholesale industrial prices.

¥ Table 12 follows on p. 27.

*% Table 14 follows on p. 30.
¥¥%¥ Table 13 follows on p. 29.
*¥%% Tt is probable that in the first years of the First Five Year
Plan a relatively low percentage of total investment would be added
to capital stock.
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Table 12

Consistency Check on Unit-Cost Index for Capital Investment
in the USSR
1929-37 and 1946-53
(Comparison of Investment Totals in July 1950 Rubles )

Billion Rubles

Investment g/* Cost-Factor Index Investment
Year (Current Rubles) (1945 = 100) (1945 Rubles)
1929 5.805 71.7 8.096
1930 9.495 1.7 13.243
1931 15.116 86.7 17.435
1932 19.351 106.6 18.153
Total 56.927

Total investment in July 1950 rubles = 56.927 x 1.196 = 68.805
Soviet source gives figure for comparable period in same

price basis b/ as 68 billion rubles.

Indicated range of error is plus or minus 1 percent for

total period. ’

1933 18.1 100.1 18.1
1934 23.5 118.0 19.9
1935 27.2 92.7 29.3
1936 35.5 113.6 31.2
1937 - 33.2 : 83.6 39.7

Total 138.2

Total investment in July 1950 rubles, 165.3

Soviet figure in July 1950 rubles, 158.0

Indicated range of error is plus or minus 5 percent for
total period.

¥ Footnotes for Table 12 follow on p. 28.

- 27 -

C-0-N-F-I-D-E-N-T-I-A-L

Approved For Release 1999/09/27 : CIA-RDP79S01046A000400030001-4



Approved For Release 1999/09/27 : CIA-RDP79S01046A000400030001-4

C-0-N-F-I-D-E-N-T-I-A-L

Table 12

Consistency Check on Unit-Cost Index for Capital Investment

in the USSE
1929-37 and 1946-53

(Comparison of Investment Totals. in July 1950 Rubles)

(Continued)

Billion Rubles

Year

1946
1947
1948
1949
1950
1951
1952
1953

Investment g/

Cost-Factor Index

(Current Rubles) (1945 = 100)
4.2 102.1
50.9 106.9
66.2 113.2
106.0 151.0
110.0 ¢/ 119.6
119.7 ¢/ 119.6
132.9 ¢/ 119.6
138.2 ¢/ 119.6
Total

Total investment in July 1950 rubles, T763.5
Soviet figure in July 1950 rubles, 781.0
Indicated range of error is plus or minus 3 percent for

total period.

Investment
(1945 Rubles)

\O
™
O\H = O O \J O

Includes capital repair'for 1929-37; excludes it for 1946-53.

a.
b. See p. 26, above.

c. 32/

- 28 -

C-0-N-F-I-D-E-N-T-I-A-L

Approved For Release 1999/09/27 : CIA-RDP79S01046A000400030001-4



Approved For Release 1999/09/27 : CIA-RDP79S01046A000400030001-4

- mN -
: ‘= Jeak
U3 JI0F 2an3TJ N003s TerTded Te303 03 Of € o13BI aU3 Jo uotyedTTdde £q paATISQ *9
gE
(0€°+4E) /2 (000499) 00T¢26T gE6T Lrenusp
(0€-H#E) /o (000°96) 0ge2‘€9T LE6T Lrenuer
0€-HE w2z gy 009°OHT 9E6T Axenusp
o€ HE Te6¢oh 962 6TT GE61T Arenusp
TG €€ GETCGE ghe ‘HoT HE€61 Axenusp
HT° 1€ 666°ge 02L16 €E6T ALxenuep
00°62 LLL‘22 ohsgl SE6T Axenuer
LL 92 6£9°LT 99g°<¢9 TEAT Lrenusp
Q242 G99°€ET 412496 0£6T Axsnuer
K122 962 1T 6TO“ TS 626T Lrenuep
Ly 02 QGL‘6 6L9°¢L4 Qb1 Axenuer T
(queoxad) (seTany ¢EAT UOTTTTH) saTqny 6T UOTTTIH) I8
(1) uumtop /a 003g Teytde) TeIIGsnpul ® Y0038 Teatded Tw10L
(2) wmTtod
(€) (2) (1)
QE-926T \
_ ¥sSsn du3 ut )
0038 Tejtded Telol 03 0038 Te3fded TBIJIFSNpuUl JO OT3BY
€T oTqBL
eninliskedkibnt it

Approved For Release 1999/09/27 : CIA-RDP79S01046A000400030001-4



Approved For Release 1999/09/27 : CIA-RDP79S01046A000400030001-4

*sa0Qe ‘q 998 °q
.\wm 9oanos moJl eyed ‘Jredax TeaTdeo pur QUOW}SSAUT ATWIT-BIIXS Julpnioul *®

»
’

W

3°2g 0" 00T T 000° 0T ALY LEGT
0°€TT g 9tT 760 ¢ glLL*L 696° 6T oL6T
T°g6 Q'QTT €gL T goe- L 120 €T CE6T
Q21T 9°9fT 1602 9gL° 6 898" 1T HE6T
g°2g 2001 H0G° T 9L6°9 068°6 £E6T
€66 2 02T 108" T gl ¢ T€/° 0T 2e61
6L 1°96 e T 8ET" S Lot L TE6T
0-L% 0°69 Geo'T H1l6° € HIT H 0£6T
8709 9°€l HOT' T 69€° 2 ¢19°e 6261
AES ° 18 LA Qs T 088" T 26T
00T = GH6T 00T = LE6T A4 N (soTanyg €€6T uoTITId) (seTany jusxan) uoTTTIIL) Jeax
X /a (V) %0038 Terrded 03 UOTATPDY /e (X) juswysaaul
XSpul 350D-9Tufl
LE-ge6T
¥ssn eyy ut

quamy saAaul Te3Tds) TBTIIASNpUl J0I XSpul 4S50)-1TUf] JO UOTYBATIS(Q

»

#T 2TqeL

. VALY

Approved For Release 1999/09/27 : CIA-RDP79S01046A000400030001-4



Approved For Release 1999/09/27 : CIA-RDP79S01046A000400030001-4

R i—

In composing the investment unit-cost index, construction
© costs are double-weighted relative to equipment costs, in arbitrary
conformity with postwar ratios. The wholesale industrial price index
is used as a measure of the movement of capital equipment prices
throughout the period (see Table 15% for the necessary data and the
resultant index).

d. Comparison of the industrial investment unit-cost index with
that for total investment shows that, beginning in 1934, cost levels
and subsequent movements in level become quite close in the two
series. Inspection of the officisl coefficients** for interconversion
of the estimate costs of 1936, 1945, 1949, and 1950 revesls that the
two indexes (1945 = 100) are almost ldentical, as follows:

January July
1936 1945 19h9 1950 1950

Industrial investment 82.6 100 152.0 125.9 118.8
Total investment 83.6 100 152.1 126.9 119.6

Based on this parallelism, the unit-cost index for total capital in-
vestment is used as the best estimate for the industrial investment
index in 1937, 1940, and 1945-5h. This expedlent is required because
of the absence of firm data for industrial investment in the postwar
years.

e. The final consolidated index for industrial capital investment
covering the years 1925-54 is shown in Table 16.%%%

f. The consistency check based on the Politicheskaya ekonomiya
date has been made for 1929-32 and 1933-37.%*%% In making this check,
the investment in current rubles is standardized to 1937 rubles by
application of the unit-cost index. The 1937 rubles are converted to

* Table 15 follows on p. 32.
** See p. 18, above, concerning the methodology used in obtaining
welghted average series from the data given in the source listed.
*¥¥% Table 16 follows on p. 33.

*X¥%  See p. 25, above, for an explanation of this methodology.
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Table 16

Consolidated Unit-Cost Index
for Industrial Capital Investment
in the USSR
1925-37, 1940, and 1945-54

Year Index Year Index
1925 58.4 1940 9.5
1926 64.6 1945 100.0
1927 63.2 1946 102.1
1928 60.1 1947 107.0
1929 57.0 1948 113.2
1930 57.0 1949 151.0
1931 79.4 1950 (January) 126.9
1932 99.3 1950 (July) 119.6
1933 82.8 1951 119.6 a/
1934 112.8 1952 119.6 a/
1935 98.1 1953 119.6 a/
1936 113.0 1954 119.6 a/
1937 82.6

a. Nominal index applicable to investment
plan announcements and plan fulfillment re-
ports. For approximation of actual cost
movement during this period, see Table 10,
p. 24, above.

July 1950 costs (those used in Politicheskays ekonomiya) by applica-
tion of the factor 1.438 (derived from the ratio 118.8/82.6, from 4,
above). This check is performed in Table 17.%* Politicheskaya
ekonomiya gives industrial investment for 1929-32 as 35.1 billion
rubles and for 1933-37 as 82.8 billion rubles, probably in July 1950
costs . ¥¥ 3@/ This check indicates the range of error as plus or
minus 7 percent for 1929-32 and plus or minus 3 percent for 1933-37.

¥ Table 17 follows on p. 3k.
** See p. 26, above.
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Table 17

Consistency Check on Unit-Cost Index for Industrial Capital Investment
in the USSR

(Comparison of Investment Totals in July 1950 Rubles)

1929-37
Billion Rubles
Investment a/ Unit-Cost Index Investment
Year (Current Rubles) (1937 = 100) (1937 Rubles)
1929 2.615 $69.0 3.790
1930 L.11h 69.0 5.962
1931 7.407 96.1 7.708
1932 10.431 120.2 8.678
Total 1 26.138
Use of cost factor gives 37.586 billion July 1950
rubles (26.138 x 1.438)
Politicheskaya ekonomiys gives 35.1 billion July
1950 rubles
Indicated range of error is plus or minus 7 percent
1933 9.890 100.2 9.870
193h 11.868 136.6 8.688
1935 13.02k4 118.8 10.963
1936 15.969 136.8 11.673
1937 15.012 100.0 15.012
Total 56,206

Use of cost factor gilves
rubles (56.206 x 1.438)
Politicheskaya ekonomiya

1950 rubles
Indicated range of error

80.82i+ billion July 1950

gives 82.8 billion July

is plus or minus 3 percent

a. Data from Table 14, p. 30, above.
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4. Unit-Cost Index for Capital Investment in State Agriculture.

a. While the primary emphasis of this research aid has required
indexes for total investment and industrial investment, avallable
Soviet conversion coefficients make it readily possible to prepare an
agricultural index for 1937, 1945, 1949, and 1950.

b. Index series as glven by a Soviet source ;2/ are shown in
Table 18.

Table 18

Conversion Coefficlents for Estimate Cost
Used in State Agricultural Investment Projects in the USSR
1936, 1945, 1949, January 1950, and July 1950

January July
1936 a/ 1945 1949 1950 1950

Ministry of Agriculture

Equipment 100 102 131 90 86
Construction-assembly 100 b/ 117 b/ 181 161 151

Ministry of State Farms

Equipment 100 102 131 96 91
Construction-assembly 100 p/ 117 p/ 181 159 149

a. Cost level of the 1936 Estimate Cost is best represented by
the 1937 cost level.
b. Averaged from range given in source.

c. An spproximation has been made for agriculture in general
(nonkolkhoz) by weighting the 2 ministries by their 1941 planned
capital investment, and then combining the 2 indexes into a single
composite index. The weights are 2.1 for the Ministry of Agriculture
and 0.2 for the Ministry of State Farms, &9/ that is, approximately
10 to 1.
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d. The two ministries have vastly different ratiocs of equipment
to plant. This ratio is essential to comstruction of a composite
capital investment unit-cost index and can be approximated from
Soviet data for the mid-1930's E;/ as shown in Table 19.

Table 19

Ratio of Equipment to Plant in Soviet Agriculture

Percent of Total Investment

State Farms and Cooperative Farms g/

"Inventory" (equipment) 27
Nonresidence farm buildings 12.6
Ratio of equipment to plant = 2.1k

Machine Tractor Stations E/

"Inventory" (equipment) 90.1
Nonresidence farm buildings 3.1
Ratio of equipment to plant = 29.1
Collective Farms
"Tnventory" (equipment) 16.9
Nonresidence farm buildings 21.6
Ratio of equipment to plant = 0.78

a. Ratio derived from these data ls used as representative of the
Ministry of State Farms.
L. Ratio derived from these data is used as representative of the
Ministry of Agriculture.
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e. Table 20% gives the derivation of the index series for agri-
cultural (nonkolkhoz) investment and for kolkhoz investment (based on
conversion coefficients for the state farms but weighted according
to the lesser emphasls in the collective farms on equipment hold-
ings). Investment in livestock and poultry is specifically excluded
from the data used in deriving the series.

5. A Note on Other Relevant Indexes.

The derivation of a unit-cost index for capital construction, or
of a related index, has been the purpose of several studles throughout
the past several years. Several of these studies have contributed
materially to this research aid. In addition, in recent months new
Soviet data have become avallable, making it possible to set up con-
sistency checks on the index, which was not possible previously.

For the prewar years, studies by Naum Jasny, M. Gardiner Clark,
and Edward Ames have been especially valuable. Mr. Clark's index,
an index of industrial construction costs derived primarily from
official Soviet statistics, Eg/ is in general agreement with the
industrial investment index of this research aid. Differential cost
movements for equipment (not included in Mr. Clark's index) can ac-
count for most of the differences between the two series.

Mr. Ames derived an index series for capital investment costs
(including defense investment) by an analysis subject to sizable
error but yet useful in establishing orders of magnitude. Eﬁ/ This
index shows much less inflation during the period 1931-36 than does
the index of the present research aid. In the absence of necessary
data, 1t was not tested against independent checks.

Mr. Jasny's index for state capital investment shows a very high
degree of inflation in the prewar years (as contrasted with Mr.
Ames's index) continuing through 1949 -- considerably more than indi-
cated in the index of the present research aid. &E/ The method used
by Mr. Jasny in determining his index involved many points at which
sub jective Jjudgments had to be made, and no tests of consistency
were made on the completed index, which was actually a secondary
product of his study. The danger in the use of Mr. Jasny's index is
that of a pronounced understatement of the volume of investment in

¥ Table 20 follows on p. 38.
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constant cost terms. In historical perspective, however, Mr. Jasny's
study is of great importance as a pioneer in the derivation of price
and cost indexes.

In the postwar years, especially for 1945-50, derivation of an in-
vestment cost index from comparison of the investment fulfillment data
(in constant rubles) with the estimated fulfillment of the investment
plan (in current rubles) was developed by UN research groups, by A.
Nove in Great Britain, and by Norman Kaplan of the RAND Corporation,
working independently and each making a significant contribution. &E/
Some additional material has since become available which has been
incorporated in the present research aid.

t
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APPENDIX B

SOURCE REFERENCES

Evaluations, following the classification entry and designated
"Eval.," have the following significance;

Source of Information Information
Doc. - Documentary 1l - Confirmed by other sources
A - Completely reliable 2 - Probably true
B - Usually reliable 3 - Posgibly true
C - Fairly reliable 4 - Doubtful
D - Not usually reliable 5 - Probably false
E - Not reliable 6 - Cannot be Judged
T - Cannot be Judged

"Documentary" refers to original documents of foreign governments
and organizations; copies or translations of such documents by a staff
officer; or information extracted from such documents by a staff
officer, all of which may carry the field evaluation "Documentary."

Evaluations not otherwise designated are those appearing on the
cited document; those designated "RR" are by the author of this
research aid. No "RR" evaluation is given when the author agrees with
the evaluation on the cited document.

1. Politicheskays ekonomiya, Moscow, Gospolitizdat, 1954, U.
Eval. RR 2.

2. Xnyaz'kov, G. "Kapital'noye stroitel'stvo v tyazheloy
promyshlennosti za pervyy pyatiletniy plan" (Capital Con-
struction in Heavy Industry in the First Five Year Plan),
Planovoye khozyaystvo, no 1/2, 1933, p. 50 ff. U. Eval.
RR 1.
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3. USSR, Gosplan. Narodno-khozyaystvenryy plan na 1935 god
(National Economic Plan for 1935), Moscow, 1935, p. 301-302.
U. Eval. RR 1.
RAND Corporation. RM-T735, Capital Investments in the Soviet
Union, 1924-1951, 28 Nov 51, p. 101. U. Eval. RR 2.
L, Bergson, Abram. Soviet National Income and Product in 1937,
New York, 1953, p. 118. U. Eval. RR 2.

5. USSR, Gosplan. Slovar'-spravochnik po sotsial ‘no-ekonomicheskoy
statistike (Dictionary Handbook for Social and Economic
Statistics), Moscow, Gosplanizdat, 1948, p. 360-361. U.

Eval. RR 1. )

Ibid.

Gozulov, A.I. Ekonomicheskaya statistika, Moscow, Gosfinizdat,
1953, p. 312. U. Eval. RR 1.

8. RAND Corporation. P-2T77, Soviet Capital Formation and
Industrialization, by Normen Kaplan, 24 Oct 52, rev, Appendix,
Table I, U. Eval. RR 2.
9. RAND Corporation. RM-735, op. cit. (3, above), p. 122,
25X1C 129 ff. U. Eval. RR2.

- O

10. RAND Corporation. RM-735, op. cit. (3, above), Table XIII,
p. 211. U. Eval. RR 2.
11. RAND Corporation. P-277, op. cit. (8, above).
12. State, OIR, External Research Staff. Some Economic Problems
of the Iron and Steel Industry in the USSR, by M. Gardiner
25X1A Clark, 1952, p. 5-(. U. Eval. RR 1. (citing I.G. Trotskiy,
Stroitel 'naya promyshlennost', no 1., 1934, p. 23)

13.

Soviet Union Information Bureau. Cormercial.Handbook of
the USSR, Washington, 1929, p. 37. U. Eval. RR 1.
14, USSR, Ministry of Construction of Heavy Industry Enterprises.
Sbornik rukovodyashchikh materialov i konsultatsiy po

stroitel'stvo (Handbook of Directlons and Advice for
Construction), no 6, 1950, p. 27-29; no 9, 1950, p. 7-8;
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